State of South Dakota
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10

11

12

13

14

15

400E0308
SENATEBILL NO. 37

Introduced by: The Committee on Commerce at the request of the Department of
Commerce and Regulation

FOR AN ACT ENTITLED, An Act to revise certain requirements for continuation and
conversion of employer health plans.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:
Section 1. That § 58-18C-1 be amended to read as follows:
58-18C-1. Every policy of group health insurance providing benefitsfor hospital or medical
expensesddivered or issued for ddivery inthisstate, by acommercial health insurance company,
by anonprofit medical and surgical service plan corporation, by anonprofit hospital serviceplan
corporation, by a health maintenance organization, or by any other smilar mechanism shall, in
addition to the provisions required by law, include the right of each employee, upon their
employer ceasing operations and the termination of the policy or contract, to have the coverage

continue for themselves and their digible dependents, effective as of the date of |oss of the

previous group coverage, for a period of eighteen months for which the employee shall be

financially responsible. In addition, if an employer either failsto submit premium payment to the

insurance company resulting in loss of coverage to its employees or cancels the coverage and

does not notify the employees of such loss of coverage, the employees and their dependents are
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-2- SB 37

then digiblefor continuation pursuant to this section if eection is made within sixty days of the

date of their being notified of theloss of coverage. If the employer failsto notify the employees

and their dependents of the termination of coverage within ten days, the employees and

dependents may not be denied coverage by the insurer provided timey eection is made after

actual receipt of notice.

Section 2. That 8 58-18-7.4 be amended to read as follows:

58-18-7.4. An employee or qualified beneficiary who hasthe right under the group policy to

eontite-or convert ks the group accident or health insurance plan shall be issued, without

evidence of insurability, upon application to the company withtr-thtrty-days-of recetpt-of¢ue
notree-of termtnation-of-coverage; during the one hundred eighty days prior to expiration of

coverage under continuation and upon payment of the appropriate premium, apolicy of accident

or health insurance. The conversion coverage shall provide the benefits which are mestreatty

potiey- availableto othersqualified for conversion under the policy. Continuation coverage shall

be the same coverage asis available to any smilarly stuated beneficiary under the plan with

respect to whom a qualifying event has not occurred. If coverage ismodified under the plan for

any group of amilarly situated beneficiarieswho are not under conti nuation, such coverage shall

also be modified for those continuing coverage in the same manner for all individuals who are

qualified beneficiaries under the plan pursuant to this part in connection with such group. No

new probationary or waiting period may be applied to the continuation or conversion coverage.

Section 3. That § 58-18-7.5 be amended to read as follows:
58-18-7.5. Every health benefit programthat issalf-insured, and every policy of group health

insurance providing benefitsfor hospital or medical expenses delivered or issued for delivery in
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thisstate, by acommercial health insurance company, by anonprofit medical and surgical service
plan corporation, by a nonprofit hospital service plan corporation, by a health maintenance
organization or by any other smilar mechanism shall, in addition to the provisions required by
law, include that employees have a right upon leaving employment or the termination of the
coverage by the insurer, other than the termination of the policy or contract itself and the
replacement thereof by Smilar coverage, to have the coverage continuefor themselvesand their
eligible dependents for a period of eighteen months for which the employee shall be financially

responsible. In the case of a qualified beneficiary who isdetermined under title 11 or XV1 of the

Social Security Act (42 U.S.C. 401) to have been disabled at any time during the first Sxty days

of continuation coverage, coverage can be continued for twenty-nine months. Nonpayment of

the premium by the employer istermination by the employer.

Section 4. That § 58-18-7.6 be repealed.
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Section 6. That § 58-18-7.8 be repealed.

Section 9. That 8 58-18-7.11 be amended to read as follows;

58-18-7.11. Noinsurer may berequiredto offer or renew acontinuation or conversion policy

covering any person if:

(1)
(2)

3)

The person is covered for smilar benefits by another individual or group policy;
Similar benefits are provided for or available to such person, by reason of any state

or federal law, except any person who becomes entitled to Medicare on or before

continuation is elected or who is covered under another group plan on or before

continuation is e ected;

The benefits under sources of the kind referred to in subdivision (1) for such person
or benefits provided or available under sources of the kind referred to in subdivision

(2) for such person, together with the continued or converted policy'sbenefits, would
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result in overinsurance according to the insurer's standards for overinsurance;
There hasbeen fraud or material misrepresentation in applying for any benefits under
continued or converted policy;

The person failed to pay any required contribution; ef
Cancdllation of all amilar insurance policiesin the entire state;

For cause on the same badgs, the plan could terminate the coverage of a Smilarly

Situated active employee; or

Termination of employment for gross misconduct.

Section 10. That 8 58-18-7.12 be amended to read as follows;

58-18-7.12. Subject to theconditions set forth for continuationin 88 58-18-7 t0 58-18-7.11,

inclusive, aqualified beneficiary may continuehis coverage for atotal of thirty-sx monthsunder

the following conditions:

(1)

(2)

3)

(4)
Q)]

If at the death of the employee or member, the qualified beneficiary's coverage under
the group policy terminates by reason of such death;

If a qualified beneficiary ceases to be a qualified family member under the group
policy, while the employee or member remainsinsured under the policy;

Any medicare indigible qualified beneficiary of a current employee; et

The qualified beneficiary of an employee who is digible for medicare;_or

Divorce or legal separation of employee.

Section 11. That 8 58-18-7.13 be amended to read as follows;

58-18-7.13. The premium for the conversion policy shall be determined in accordance with

the insurer'stable of premium rates applicableto the age and class of risk for each person to be

covered under that policy and to the type and amount of insurance provided. The premium for

a continuation policy may not be greater than one hundred two percent of the group rate under
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which aperson iscovered. For any month after the eighteenth month, the premium amount may

not exceed one hundred fifty percent of the applicable premium.

Section 12. That § 58-18-7.16 be repeal ed.

Section 13. That 8 58-18-79 be amended to read as follows;

58-18-79. If any federal standards arein place which require additional stepsto meet those
standards beyond what isrequired by this chapter, the director may promulgate rules pursuant
to chapter 1-26 to require the offering of health insurance plans, the underwriting criteria that
may be utilized for such healthinsurance plans, the type and scope of preexisting waiting periods
and creditable coverage, the standardsfor nonrenewability of coverage, and other requirements
related to the availability of health insurance to employers and their employees and dependents
in this state in order to minimally meet the federal standards.

The director may also promulgate rules, pursuant to chapter 1-26, pertaining to employer
health benefit plansin the areas of:

(1) Definition of terms,

(2) Theissuance of certificates of coverage upon loss of health insurance coverage;

(3) Determinations relative to the application of waiting periods,

(4)  Specia enrollment periods;

(5) Treatment of late enrollees,

(6) Preexisting condition and other waiting periods,

(7)  Breaksin coverage
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Affiliation periods,
Nondiscrimination standards;
Notices;
Renewal rights;
Dates of enrollment;
Creditable coverages including methods of crediting coverage;
Risk spreading mechanisms, and
Requirements pertaining to mental health benefit level sin employer group plansother
than small employer group plans,_and

Continuation and conversion requirements.




